COUNTY OF LOS ANGELES
DEPARTMENT OF AUDITOR-CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET, ROOM 525
LOS ANGELES, CALIFORNIA 90012-2766
PHONE: (213) 974-8301 FAX: (213) 626-5427

J. TYLER McCAULEY
AUDITOR-CONTROLLER

December 12, 2006

TO: Supervisor Zev Yaroslavsky, Chairman
Supervisor Gloria Molina
Supervisor Yvonne B. Burke
Supervisor Don Knabe
Supervisor Michi;[,D. Antonovich

N
FROM: J. Tyler McCaulef\}€
Auditor-Controller

SUBJECT: FISCAL, PROGRAM, AND ADMINISTRATIVE REVIEW OF THE
DEPARTMENT OF PUBLIC SOCIAL SERVICES FISCAL YEAR 2004-05
COMMUNITY SERVICES BLOCK GRANT AND OFFICE OF TRAFFIC
SAFETY EDUCATION PROGRAM SERVICE PROVIDERS

At the request of the Department of Public Social Services (DPSS), we engaged Moss,
Levy & Hartzheim, LLP, Certified Public Accountants (Moss), to conduct fiscal, program,
and administrative monitoring for 55 of the 120 community-based organizations that
provided Community Services Block Grant (CSBG) and Office of Traffic Safety
Education (OTS) program services during Fiscal Year 2004-05. The County paid the 55
contractors approximately $5 million during Fiscal Year 2004-05.

The CSBG program assists low income individuals and individuals living below the
poverty level to attain various levels of self sufficiency. The OTS program provides
education services and equipment to promote traffic safety to individuals residing in
designated areas within Los Angeles County who are living at or below the State
poverty level. In April 1, 2005, the CSBG and OTS programs were transferred to DPSS
from the Department of Community and Senior Services (DCSS).

The monitoring was done in two phases. During Phase One, Moss conducted a fiscal
and administrative review of each contractor for the Program Year 2004-05 activity.
During Phase Two, Moss conducted a follow up review to evaluate the contractors’
efforts to implement the recommendations cited in Phase 1.

" “To Enrich Lives Through Effective and Caring Service”
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Review Summary

Moss reported the results of each monitoring review to DPSS. Moss also notified each
service provider on the results of their Phase | and Phase Il reviews. During the
reviews Moss noted the following significant findings:

e Seven (13%) of the 55 contractors did not have documentation to support the
cost allocation method or expenses. The amount of expenditures that were
improperly allocated to the programs totaled $61,841.

e Eleven (20%) of the 55 contractors did not have documentation to support
expenditures or units of services billed. The amount of expenditures that were
not properly documented totaled $74,816.

e Thirty-one (56%) of the 55 contractors did not maintain participant case files
containing sufficient documentation.

e Fourteen (25%) of the 55 contractors did not properly approve or record time
records totaling $47,891.

e Twenty-four (44%) of the 55 contractors’ financial records indicate weak financial
instability.

e Sixteen (29%) of the 55 contractors’ bank reconciliations were not properly
prepared resulting in questionable costs totaling $142,326.

e Seven (13%) of the 55 contractors did not have sufficient controls over
purchases totaling $41,143.

Attachment 1 summarizes the significant findings for each service provider and the
dollar findings. Moss also prepared a management letter (Attachment 2) which includes
recommendations for DPSS to ensure service providers comply with contract and
program requirements.

Review of Report

DPSS prepared a response (Attachment 3) to address the recommendations listed in
Moss’ management letter. In their attached response, DPSS agreed with six of the
seven recommendations. DPSS disagreed with Finding A based on their discussions
with the State.

DPSS management indicated that they will work with the service providers to resolve
Moss’ findings. Because of the number of service providers, copies of individual reports
are not enclosed, but are available for your review. Please call me if you have any
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questions, or have your staff call Donald Chadwick at (626) 293-1102 if you wish to
review any reports.

JTM:MMO:DC
Attachments

c: David E. Janssen, Chief Administrative Officer
Bryce Yokomizo, Director, Department of Public Social Services
Public Information Office
Audit Committee



! z "d11 Se0IABS Moquied| 66
Y06'L$ ¥06°'1L$ L L 5U] Joedw paloid| 8¢
() ) Z < Sayoinyy JO I0UN0Y AS|[EA pPUBu] euowod| /¢
(1) (1) 5 G T8IUS) Aunwiwo) ezeid| 9¢
(1) (1) L 7 18]Us) 818 Ao g ooBad| G¢
291'v$ (1) L9L'v$ (1) Z 9 Siiejly UBowes o 9olo| ve
(1) Q) Z € S80S [eba pooyioqubisN| ¢g
(1) 0 5 ubleduwien| ze
aoug)sissy diysuazi) Aunod salabuy so
(1) (1) F4 9 30 “18jUs7) S0IAI8g OA01 SMF|  1E
(1) I 9 uonelodio) buisnoH Ajwe ss@buy sOT| 0¢
£5CCLS () 12073 922’83 l 6 SBUBAOT| 62
(1) 0 0 SSOIADS| g2
uoneonpg pue BulBsSUNOD) BN} NORINIA 10} SINMISU]
(XX ACE £SLLYS (1) (1) 082'6% ] 6 bunuaied xoeig Joj syninsul| /g
3 1 UONBID0SSY SeoiAeg UBWnK| 9z
Por'LS Yor'LS 4 4 DU “MET AlilB JOJ Jojuad) reyng J8liieH| Ge
Z g UIESH [81USQ 5,U81p[Io 10] UOREpUnod| vz
0 0 80IAI9S AIWE] [IJJ00]| €2
(8] 0 ] 121ua) buldsuno) Ajlwe eluy eleg| cg
129°101% 129°1L01% (1) (1) ! J Io1U8)) Ajunwitio)) Junowises| g
(1) () G 0 181U87) §,UBWIO M Sejebuy S0 1sed| 0g
166°0L% (1) 70G'v$ 187'9% |2 Zl “ouj ‘bulieys sAemly sioqybiaN aaeald| 61
(1) 0 < SIUBIY SIBJISpA UOIdoy| gL
000%2¢$ (1) (1) 000'v2$ 0 8 "ou| ‘uolun Ajlunwwiodt /i
(1) (1) € G DU ‘'S80IAIeg UONBIgelsy Alluntiwios| 9t
8G.'Z$ 296123 (1) e ] "DUJ ‘S|BUOISSal01d Ul{eaH [BIU|\ JO uonieod| Gl
051'6$ (1) 0S1°G$ (1) [ 9 (1e3ua) InoIABS INQ) IN0IABS UNO JO Yainud| 41
GGG e (1) G55 $ (1) |2 8 Jojua) adineg umoieuiyd| €1
126'1$ (1) LZ6°1S |1 1 "3U] “Jejue)) LoDy eoiAies Buediuyn| 2zt
S6¥'e$ (D) (1) (M) Se6'eS [ ) "ou| J09l0ud UOISIBAI(] SIUBANT AS[[EA BloURUS)| L1
(1) (1) L 1 3Uj Ajilie UBSy-oQioed oy) 10} IBjus)| oL
696'6Z$ TIRZ43 (1) v17'1% (1) 5 J "ou] ‘'sglebuy so7 Jo sanlleyd dljoyied| 6
(1) (1) 0 Z "DU] ‘silelly SUBIRJ9,\ 10} [IUNc) eluioyed] g
(1) (1) (L) e € JU[ 19IUs)) S,UsIp|iuy SoplusAusig| 7
98€°C$ () (L) 98¢cs |¢ 9 UONESNDT USIUEdS ) NpY oiseqd| 9
(1) (1) Z v 10)US0) JINOA uelsy| ¢
6£2'G% () [ 6£C S% 14 ¥ aniD s pue skog As|eA adopiuy|
(1) (1) () 0 cl Jo1Ue)) AU UuBdllowy Uedolly| €
4 < JBURD SISUD AlWe3 98/} ¢
) Z [ "OU| ‘@INISUf UONEONPT PUB UJJEasay Sobiwy so| |
Sawa|dw
lejol 9 4 3 a 3 8 v m:%_uwv:wE_Eou_uwm SUOBEPUBLILLOISY 19pINOId dDIAIBG
SJOBUOY JUBWISSINGUWIdY 3507 10} sBuipul4 Jejoq 0 oN 30 "ON
90-600Z 1294 189Sl
SI9pINOIg A)ajeg d1yel] pue ©gS$) Jo Bunojiuoy aanesIuIwWpy juweibold/jeoasid
SOOIAIDG |R120S J1IgNd J0 Jususedag
Z jo | obed

L Juswyoeny



—
-—
—

‘KioBe1es siu) U1 sBulpul 810LL JO BUO JO 8NJBA J2|[0D 8U} SUILLISeP O} 9]g8 10U SEM JOJORIIUOD)

*uonouUN} JUBWBIN004d 3] JOAO S|0JJUOD JUBDIYNSU|

‘paJtedaud Alredold J0U a1om SUOHEIIOUOIBI ueg

‘Alllgels [epoueul Hesp

‘pepJIooal o panoidde Auadold Jou alem SPICOBI BWI |

‘uonewLiojul 818|dWwod UIglUOD JoU pIp S8l 9sed Juedidied

P3G S891AUSS JO SHUN JO saunyipusadxe puoddns 0] uoiBusWwNdop ON

‘swesboid sy 0} pareoojie Auadoidwi asem sasusdxe Jo poylew UOREDO|. 1S02 ay) poddns 0} UoEUBWINIOP ON
Alrewwing apo)

<Coo0oQWwWwo

820°89¢$ €S1L0r$ | 9ze'zrLs V/N 168°L1$ YN 918'v.L$ L¥8°19% 101 99¢ jejo |
(L) (1) 14 8 (SDUIM) ASjjeA jauged) ues JOo YOWAL SS
S06°9% () S06'9% (1) 4 9 (ajensalu]) AsjeA uaes UeS JO VOWA| ¥S
m L Z Sjepusld J0 VOWNA] €6
m 3 Z TBYBUS SISHY S,UBIPIUD pUe S,USWOM| 26
(1) (1) 0 [ SONIULIOD) UON0Y AJUNUILO)) JOgeT] SRep] 1S
000°S$ (1) (L) 000°6$ 0 8 LORISUE1] Ul UBWOMA PONUN]  0S
0L9'9L$ Tr'Cls (1) Z8Lv$ (1) 0 el 131057 Alllue,] pue piiyy anoisy doH oUl| 6v
LLSYS LIGVS (1) (1) 14 9 S{jiL}oo- au} Jo qniD SpIS pue shog ayi| 8y
919'c$ 919'c$ (1) Z ¢ J81us) Hoddng g SIS Allue] esen NG| /¢
(1) (1) € ¥ SEOINIBG Alie] 1IdS] o
Gze'Ls GZe 1S ) Z ¢ J81Us)) 90IAIRG WI0Y) uebuo] pue yoealnQ| Gy
% [eusqg uaipiiy) - sdnoic) Jo) aoineg enadsg| v
6¥2°09% (1) (1) 002'8$ TY6'LLS | L09'6ES |€ 0l 181087y ©0IAIBS SeyoIny) 1SesyIN0g| o
(1) 4 z 5] 'UONOY JUsiUoIUT Pepe|og] ob
0 0 sselboud o) sqor ¥38] Ly
v LLS (1) ovv'LLS € 3 SWoH Alelodwa] OpuoH ord| 0y
ejo aquawajdw
e 2 5 : € 2 2 Y m:hwmv:mE_Eou_,mm SUoREPUSIUIOIDY 19pINOI BDIAIDG
S10BIUOYD JUSWBSINQUIIDY IS0 J0j wmr__wu:_n_ Jejjoq 10 ON JO 'ON
90-G00¢C 1e3A |e0sld
SI9pInoId A19jeg dyjel] pue 588 §0 Bulopuo aaeSIUIWpPY jwesbold/eos]d
S921A19G [B120G 2ljqnd Jo Juawiiedaq
Z J0 Z obed

L juswiyoenly




Attachment 2
Page 1 of 3

MOSS, LEVY & HARTZHEIM, LLP
CERTIFIED PUBLIC ACCOUNTANTS
9107 WILSHIRE BLVD., SUITE 400
BEVERLY HILLS, CALIFORNIA 90210

TELEPHONE (310) 273745
FAX (310?_'2731 689
E-MAIL:mihbh@pacbell.net

N MEMBER: QFFICES:
ROBERT M. MOSS, C.P A BEVERLY HILLS CALIFORNIA

BRAIG A HART ZFEiM. . SANTA MARIA, CALIFORN
CRAIG A HARTZHEIM, C.P.A* AMERICAN INSTITUTE OF CPAS - CALIFORNIA

HADLEY HUI, C.P.A. CALIFORNIA SOCIETY OF C.PA.S
CALIFORNIA SOCIETY OF
MUNICIPAL FINANCE OFFICERS
CALIFORNIA ASSOCIATION OF

THOMAS LEUNG, C.PA. SCHOOL BUSINESS OFFICIALS

* DENOTES PROFESSIONAL CORPORATION

Mr. J. Tyler McCauley
Auditor-Controller

500 West Temple Street, Room 525
Los Angeles, CA 90012-2766

Re: Work Order No. 7-14A, 2004-05 DPSS CSBG and Traffic Safety Fiscal/Program/ Administrative
Review.

The Community Services Block Grant and Office of Traffic Safety Education programs were
transferred to the Department of Public Social Services (DPSS) in April 2005. The contracts reviewed
for this engagement were written and executed by the Department of Community and Senior Services
(CSS) prior to DPSS assuming administrative responsibility. This engagement was requested by DPSS
as part of the Auditor Controller’s recommendation in an effort to establish the areas of deficiency with
the contracts and contract monitoring.

In planning and performing the 2004-05 Department of Public Social Services (DPSS) Community
Service Block Grant (CSBG) and Traffic Safety Education programs review, we noted certain matters
involving the CSS’ internal control structure relating to accounting and contract administration that we
consider to be reportable conditions under standards established by the American Institute of Certified
Public Accountants.

Reportable conditions involve matters coming to our attention relating to significant deficiencies in the
design or operation of the internal control that, in our judgment, could adversely affect the
organization’s ability to record, process, summarize, and report grant expenditures.

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements caused
by error or fraud in amounts that would be material to the County of Los Angeles may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. We noted two weakness involving the internal control that we consider to be a material
weakness.

The scope of our engagement was limited to monitoring Service Providers and did not include
considering and providing assurance on CSS’ internal control structure. Such monitoring would not
disclose all matters in CSS’ internal control structure that might be reportable conditions and,
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accordingly, would not necessarily disclose all reportable conditions that are also considered to be
material weaknesses as defined above.

This report is intended solely for the use of the County of Los Angeles and is not intended to be and
should not be used by anyone other than the specified party.

The following findings that we feel need to be reported are:
Reportable Conditions

. Finding — Reimbursement for budget expenditures:
We noted that CSS was reimbursing Service Providers based on budgeted expenditures instead of actual
expenditures incurred.

Recommendation:

We recommend that DPSS only reimburse Service Providers for actual expenditures incurred during the
Program year, not to exceed budgeted amounts of the contract for which the Service Provider has
adequate supporting documentation of such expenditures. The Service Providers shall not be allowed to
request reimbursement based on budgeted amounts.

Finding — No negative consequences for funding requisition report not submitted timely:
We noted that numerous funding requisition reports have been submitted to DPSS late, but there were
no negative consequences for this tardiness.

Recommendation:
We recommend that DPSS penalize Service Providers who submit their funding requisition report after
the required date be penalized.

Finding — Traffic Safety Program has not been managed effectively and efficiently:

We noted that two Service Providers never performed their Traffic Safety Service. According to the
Service Providers, CSS never responded to the Service Providers’ request to provide the necessary
equipment (safety helmets and car seats) and educational video tapes that were needed to hold the
classes.

Recommendation:

We recommend that the performance reports be reviewed more closely and initiate the appropriate
action needed to provide technical assistance to the Service Providers in order for the Service Providers
to meet their overall contract goals. Also, the necessary equipment should be provided to the Service
Providers so that they can hold the required classes.

Finding — Providing technical assistance in regards to cost allocation:
We noted that a number of Service Providers did not understand the purpose of a cost allocation plan
and allocate expenditures that benefit programs or funding sources on an inequitable basis.

Recommendation:
We recommend that training classes or technical assistance be provided to Service Providers that have
difficulties with their cost allocation plan.

Finding — Financial stability ratio:
We noted that the financial statement analysis worksheet that was provided by the County was not
sufficient in measuring the financial health of the Service Providers. The expense to income ratio and
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the income ratio appear to be redundant due to the fact that both ratios include comparisons to gross
income.

Recommendation;

We recommend that the County develop a more appropriate financial statement analysis worksheet that
contains ratios, such as the net asset to debt ratio and the net assets divided by gross income ratio, in
addition to the ratios that are already present on the worksheet.

Material Weakness

F. Finding — Additional Liability exposure for the County of Los Angeles:
We noted that Service Providers are receiving grant money, when they do not have the level of
insurance coverage required by the contract, and in some cases no insurance whatsoever.

Recommendation:
We recommend that Service Providers only receive grant money once valid certificates of insurance for
the amount required by the contract have been received by the County.

Finding — Payments to affiliated persons:
We noted that payments to affiliated persons existed in some Service Providers or paid employees are
on the Board of Directors.

Recommendation:

We recommend that a more “pro-active” approach be taken to determine affiliation of employees.
Payments to affiliated persons for program expenses that exceed the lower of actual cost or the
reasonable cost for such expenses should be disallowed.

Noteworthy Accomplishments and Strengths
H. Professionalism

During our engagement, we noted that the management at DPSS performed numerous follow-ups of the
status of the work order with our own staff on a routine basis. In some cases, the department’s staff
provided technical assistance and assistance to schedule site visit for us within a short period of time.
The appropriate level of support enabled us to accomplish this engagement within the required
timeframe.

The recommendations and suggestions herein noted are of a general nature only and are not to be taken
as criticism of current management. Should you wish to have a more detailed explanation or assistance
in executing them, we would be happy to be of assistance in any way.

MOSS, LEVY & HARTZHEIM, LLP
Beverly Hills, CA
April 12,2006



Attachment 3
Page 1 of 6

County of Los Angeles
DEPARTMENT OF PUBLIC SOCIAL SERVICES

12860 CROSSROADS PARKWAY SOUTH - CITY OF INDUSTRY, CALIFORNIA 91746
Tet (562) 908-8400 * Fax (562) 908-0459

|

CAuror™

BRYCE YOKOMIZO

Director

Board of Supervisors
LISA NUNEZ GLORIA MOLINA
Chief Deputy First District

YVONNE B. BURKE
Second District

ZEV YAROSLAVSKY
Third District

August 31, 2006 DON KNABE

Faurth District

MICHAEL D. ANTONOVICH
Fifth District

J. Tyler McCauley
Auditor-Controller

County of Los Angeles

500 West Temple Street, Room 525
LLos Angeles, CA 90012-2766

Dear Mr. McCauley:

DPSS RESPONSE TO MOSS, LEVY & HARTZHEIM, LLP MANAGEMENT LETTER
REPORTING THE FINDINGS AND RECOMMENDATIONS IN THE COMMUNITY
SERVICES BLOCK GRANT AND TRAFFIC SAFETY EDUCATION PROGRAM
SERVICE PROVIDERS AUDIT FOR THE PROGRAM YEAR 2004-2005

Enclosed is our Department’s response and corrective action plan to address the findings
‘and recommendations in the Fiscal, Program and Administrative Review of the
Community Services Block Grant (CSBG) and Traffic Safety Education Program Service
Providers for the program year 2004-2005.

The Department agrees with six and disagrees with one of the findings contained in the
management letter submitted by Moss, Levy & Hartzheim, LLP which summarizes the
audit findings and recommendations. Of the six recommendations with which we concur,
DPSS has already implemented corrective action to address one. Of the remaining five,
corrective action for one is targeted for implementation by October 31, 20086; two by
November 30, 20086; one by January 1, 2007; and one by January 31, 2007.

DPSS disagrees with Finding A which addresses reimbursements to Service Providers
for budget expenditures. Our staff contacted the State to discuss the cost methodology
presently applied under the existing CSBG contracts and to verify that State CSBG
regulations do not prohibit contractors from being reimbursed up to the budgeted
amounts. As current CSBG contracts are both fee for service and actual cost, and as the
State confirmed that there are no restrictions on the cost methodology utilized, DPSS is in
compliance with State regulations and no corrective action is warranted.

“Yo Enrich Lives Through Effective And Caring Service”
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J. Tyler McCauley
August 31, 2006
Page 2

As DPSS requested the audit in an effort to establish areas of deficiency and contract
monitoring needs for contracts transferred from the Department of Community and Senior
Services to DPSS in April 2005, the corrective action is designed to bring these contracts
in compliance with standard DPSS contract management operations.

I am grateful to your staff for expediting the completion of this audit by securing the
services of Moss, Levy & Hartzheim, LLP, which resulted in actions that will strengthen
our technical contract administration and operating efficiency.

Should your staff have any questions regarding our response, they may Cbntact
Gail Dershewitz, Chief, Research, Evaluation and Quality Assurance Division at (562)
908-5879.

Very truly yours,

I Yo

Bryce Yokomizo
Director

BY:ic

Enclosure
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ENCLOSURE

DPSS RESPONSE TO MOSS, LEVY & HARTZHEIM, LLLP MANAGEMENT LETTER
REPORTING THE FINDINGS AND RECOMMENDATIONS IN THE COMMUNITY
SERVICES BLOCK GRANT AND TRAFFIC SAFETY EDUCATION PROGRAM SERVICE
PROVIDERS AUDIT FOR THE PROGRAM YEAR 2004-2005

FINDING A

Reimbursement for budget expenditures
We noted that CSS was reimbursing Service Providers based on budgeted expenditures

instead of actual expenditures incurred.

RECOMMENDATION

We recommend that DPSS only reimburse Service Providers for actual expenditures incurred
during the Program year, not to exceed budgeted amounts of the contract for which the
Service Provider has adequate supporting documentation of such expenditures. The Service
Providers shall not be allowed to request reimbursement based on budgeted amounts.

RESPONSE

The Department disagrees.

State CSBG regulations do not prohibit contractors from being reimbursed up to the
budgeted amounts. The cost methodology included in the current CSBG contracts is both
fee for service and actual cost. The Department discussed this issue with the State

CSBG representative, who confirmed that there are no restrictions on the cost
methodology utilized.

STATUS
No corrective action is warranted.
FINDING B
No negative consequences for funding requisition report not submitted timely

We noted that numerous funding requisition reports have been submitted to DPSS late, but
there were no negative consequences for this tardiness.

RECOMMENDATION
We recommend that DPSS penalize Service Providers who submit their funding requisition

report after the required date be penalized.
RESPONSE
The Department agrees.

The current CSBG contracts do not include a provision to assess a penalty for late
submission of billings. Corrective action will be implemented with the new contracts which
include a penalty provision, and are effective January 1, 2007.
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DPSS RESPONSE TO 2004-2005 CSBG AND TRAFFIC SAFETY
FISCAL/PROGRAM/ADMINISTRATIVE REVIEW
PAGE 2

STATUS
Target Implementation Date: January 1, 2007
FINDING C
Traffic Safety Program has not been managed effectively and efficiently
We noted that two Service Providers never performed their Traffic Safety Service. According
to the Service Providers, CSS never responded to the Service Providers’ request to provide

the necessary equipment (safety helmets and car seats) and educational video tapes that
were needed to hold the classes.

RECOMMENDATION

We recommend that the performance reports be reviewed more closely and initiate the
appropriate action needed to provide technical assistance to the Service Providers in order
for the Service Providers to meet their overall contract goals. Also, the necessary equipment
should be provided to the Service Providers so that they can hold the required classes.

RESPONSE
The Department agrees.

The Department began monitoring contractors and performance reports on a regular
basis effective July 11, 2006. DPSS also initiated action to provide appropriate
technical assistance to Service Providers,

To comply with State mandates that Service Providers have staff certified to conduct
training and to distribute car seats to the public, DPSS conducted training during the
week of June 5, 2006 fo enable Service Provider staff to obtain certification. With
the required certification, the Service Providers have requisitioned equipment for
distribution to the public on a flow basis. The Department also ordered additional
training videos to assist agencies with occupant/child safety components of the
program. Corrective action will be fully implemented when the videos are received and
distributed to the agencies. Follow-up technical assistance is also provided, as needed.

STATUS
Target Implementation Date: October 31, 2006
FINDING D
Providing technical assistance in regards to cost allocation
We noted that a number of Service Providers did not understand the purpose of a cost

allocation plan and allocate expenditures that benefit programs or funding sources on an
inequitable basis.
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DPSS RESPONSE TO 2004-2005 CSBG AND TRAFFIC SAFETY
FISCAL/PROGRAM/ADMINISTRATIVE REVIEW
PAGE 3

RECOMMENDATION
We recommend that training classes or technical assistance be provided to Service Providers

that have difficulties with their cost allocation plan.
RESPONSE

The Department agrees.

The Department will collaborate with the Auditor-Controller (A-C) to provide technical
training to Service Providers who have difficulties with cost allocation plans.

STATUS

Target Implementation Date: November 30, 2006

FINDING E

Financial stability ratio

We noted that the financial statement analysis worksheet that was provided by the County
was not sufficient in measuring the financial health of the Service Providers. The expense to
income ratio and the income ratio appear to be redundant due to the fact that both ratios

include comparisons fo gross income.

RECOMMENDATION

We recommend that the County develop a more appropriate financial statement analysis
worksheet that contains ratios, such as the net asset to debt ratio and the net assets divided
by gross income ratio, in addition to the ratios that are already present on the worksheet.

RESPONSE
The Department agrees.

The Department will request assistance from the A-C, and will provide Service Providers
with financial statement analysis training.

STATUS

Target Implementation Date: November 30, 2006
FINDING F
Additional Liability exposure for the County of Los Angeles

We noted that Service Providers are receiving grant money, when they do not have the level
of insurance coverage required by the contract, and in some cases no insurance whatsoever.
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DPSS RESPONSE TO 2004-2005 CSBG AND TRAFFIC SAFETY
FISCAL/PROGRAM/ADMINISTRATIVE REVIEW
PAGE 4

RECOMMENDATION
We recommend that Service Providers only receive grant money once valid certificates of
insurance for the amount required by the contract have been received by the County.

RESPONSE

The Department agrees.

The Department will ensure that valid insurance certificates are received from Service
Providers in order to allow them fo continue providing services under this program. A new

automated system is in development to track administrative documents, e.g., insurance
certificates.

STATUS

Target Implementation Date: January 31, 2007
FINDING G
Payments to affiliated persons

We noted that payments to affiliated persons existed in some Service Providers or paid
employees are on the Board of Directors.

RECCMMENDATION

We recommend that a more "pro-active" approach be taken to determine affiliation of
employees. Payments fo affiliated persons for program expenses that exceed the lower of
actual cost or the reasonable cost for such expenses should be disaliowed.

RESPONSE
The Department agrees.

The Department has taken a more "pro-active" approach and assessed the affiliation
of employees on the Board of Directors of the Service Provider identified in the
report. DPSS referred the subject contractor to contractual language prohibiting
"conflict of interest” and, as recommended by Moss & Levy, denied the contractor’s
waiver to continue in his current capacity until April 2007. The Department also
requested that the Executive Director relinquish his voting rights on the Board of
Directors on matters that affect his own financial interest, the interest of others in the
organization or the organization itself and informed him of additional actions
available to the Department in the contract, should he fail to comply with the
requested corrective action.

STATUS

Implemented: July 27, 2006



